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REPORT ON INVESTIGATION OF THE ELVAIR CORP. 


_ HOUSE OF REPRESENTATIVES 


ComMMITTEE ON ARMED SERVICES 
SUBCOMMITTEE ON PROCUREMENT 
Wasuineton, D. C, 


Report of Subcommittee on Procurement on Detroit Ordnance Tank 
and Automotive Center contracts numbered— 
DA-20-089-ORD 14141 FS 
DA-20-089-ORD 13886 FS 
DA-20-089-ORD 13568 FS 
Headquarters Air Matériel Command, Procurement Division con- 
tract numbered— 
AF 33 (038) 20736 


With the 


Exvair Corp., Box 235, Jackson, Miss. 


The subcommittee, after taking testimony of witnesses, examining 
records, and staff investigations in the above-entitled contract matters 
report and recommend thereon as follows: 

Elvair Corp. was organized September 25, 1950, at Jackson, Miss., 
under the laws of that State. It had an original authorized capital 
of $50,750. It now has an authorized capital stock of 1,000 shares of 
$100 preferred stock and 2,000 shares of $1 par value common stock. 
It does not own any plant. Its first board of directors consisted of 
B. A. Totten, Grover Cleveland, F. M. Justice, and A. B. Down, Jr., 
all of Jackson. 

THE BROCHURE 


After launching the corporation, a brochure of 22 pages was pre- 
pared and circulated among Government procurement officers. The 
answer to the question ‘“‘Who was the Elvair Corp.?” in this brochure 
was that it had been “created to manufacture and market patented 
products,” but that the war situation ‘‘made it necessary to go into 
military production.’ It proposed to venture into the field of elec- 
trical assemblies for aircraft. Hence the name Elvair! 

The brochure states that George S. May Co., business engineers of 
Chicago, were engaged to “revamp our administrative procedures and 
plant lay-out to comply with the rigid requirements * * * of 
the Department of Defense. * * *” Just what administrative 
procedures had to be revamped in a newly formed company is not 
detailed. Neither are the good offices of the George S. May Co. in 
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revamping the “‘plant lay-out’ of a plant which did not exist, de- 
scribed in this brochure. 

It is to be noted that George S. May, head of this engineering 
concern, has recently appeared before the Senate Crime Investigating 
Committee (the Kefauver committee) as a witness and also before 
the Chieago courts in a contempt proceeding where he was fined for 
failing to produce records before a grand jury investigating gambling. 

The press reports on this last event refer to him as a “golf pro- 
moter. 

With this auspicious beginning, the brochure presented for the 
consideration of Government officials a photograph of a ‘“‘plant” at 
Natchez. It showed a three-story building upon which had been 
very crudely superimposed, in large letters, the words ‘The Elvair 
Corporation.”’ At the time of taking this photograph and for months 
afterward, no part of the building was occupied by the Elvair Corp.; 
and the signs existed only on the composite pohotograph in the bro- 
chure. Elvair did not even have a lease on the property. A lease 
was not signed on this building until February 26, 1951: That was 2 
days prior to the award of a contract for manufacturing tow targets 
which will be referred to later. 

The brochure elaborated upon the machinery which was “owned 
under rental purchase contract or under option [sic] to rent.” A 
later statement valued the machinery at $1,750. 


THE KEY PERSONNEL 


Pages 16, 17, and 18 are devoted to “business’”’ experience of the 
“key personnel.” 

B. A. Totten was described as having had 16 years in corporation 
and public-accounting experience; and was said to be a director of 
two other corporations. His testimony was, that there were three 
veterans’ training schools of which he is the moving spirit and prin- 
cipal owner. None of the schools enjoy the full confidence of the 
Veterans’ Administration. At the present time, Veterans’ Adminis- 
tration is engaged in investigating all contracts in connection with 
these schools. The remainder of his experience consisted of account- 
ing in various capacities. But among his experiences, related only 
in his sworn testimony, was a term in the Platt County jail and 
another at Federal penitentiary, El Reno, Okla., the latter term for 
mail fraud; with both offenses involving personal integrity in the 
concerns for which he was dealing. His testimony was as full of 
imagery as the brochure. It left much to be desired for candor. 

The distribution manager (elsewhere in testimony called sales 
manager) was one B. T. Jayne of Ponca City, Okla. After consider- 
able interrogation of Totten it developed that Mr. Jayne’s acquaint- 
anceship with Mr. Totten flowered during the time that both of 
them were in the El Reno penitentiary. But in his testimony, 
Totten first insisted that Jayne had just walked into Totten’s office 
in Jackson; that he was an advertising man; and from that associa- 
tion the thought occurred to Totten that Jayne would be of great 
assistance in this new business. Neither had had any experience in 
any manufacturing. 

The other individuals named had limited, if any, experience in busi- 
ness excepting such as most of them gained in one way or another in 
the Veterans’ Administration training program. 
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Exurpir 2 
BROCHURE 


The Elvair Corp. is incorporated under the laws of the State of Mississippi and 
was originally organized with the idea of manufacturing and marketing several 
patented products which have been developed by various members of our or- 
ganization. The presént war situation made it necessary for us to change our 
plans and, instead of going into commercial production, to devote our facilities 
to military production in order that we would not be estopped from sources of 
supply and manpower. 

he George 8S. May Co., business engineers, of Chicago, Ill., were engaged to 
revamp our administrative procedures and plant lay-out to comply with the 
most rigid requirements of the various divisions of the Department of Defense, 
with the particular idea of producing electrical subassemblies for the aircraft 
industry. 

The plant site at Natchez, Miss., was carefully selected after complete surveys 
were made of transportation facilities, present buildings capable of housing our 
factory and labor market in order that they would not interfere with existing 
military construction and we would not, therefore, be infringing on facilities 
which would soon already be overburdened. Consideration was also given to the 
possible bombing of large centers of production by an enemy of the United States. 
Natchez, Miss., is beyond such an area and, therefore, would be considered safe 
from such an attack. 

The survey quickly revealed that there were tremendous production facilities 
in our area being only partially utilized. These facilities consisted of well- 
equipped machine shops, factories producing all types of products requiring 
stamping and milling machines. These plants have good engineers, good produc- 
tion facilities, and a definite desire to assist in the defense program. None of the 
plants had complete facilities for making and assembling a good many of the 
items required for the military. They can produce some of the items required 
but not all. They further did not have a complete set-up for the preparation of 
bids and for the handling of necessary subcontract work. 

Our company was, therefore, reorganized around the know-how of our engineers. 

The Elvair Corp. will do no subcontracting work as such. Participating com- 
panies will make their shop facilities available to Elvair, who will furnish all 
engineering and production super vision and be responsible for the operation of the 
participating companies’ facilities. All work will be performed by Elvair and 
will be directly under Elvair supervision, although part of the work will be accom- 
plished in rented facilities. 


Wuere Are We Locatep anp Wuy? 





State and Broadway Streets, Natchez, Miss. 
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It is believed by this operating procedure that production facilities in our area 
ean be utilized to the maximum with a minimum amount of expenditures for 
buildings, tooling, and labor. Maximum utilization of presently established 
facilities with present workers now properly housed and situated, without being 
displaced by going to other factories, is our goal. 

Availability of labor.—There are available over 1,000 semiskilled workers in this 
area. There are over 150 semiskilled Negro women who were formerly employed 
by an overall manufacturer. There are numbers of Negroes who were formerly 
classed as unskilled laborers who are now available as semiskilled workers as a 
result of Government-sponsored training programs and prior experience in plants 
in this area. Prevailing wages in the area are much lower than prevailing wages 
as an average over the country. 

Housing.—All employees needed in our plant can be hired, with the exception 
of the key employees only, from individuals presently living and housed in the 
area. No disruption in housing would be caused by the employment of numbers 
of these people. 

Factory building facilities Additional building facilities are available in the 
area to allow the plant to expand its operation considerably without requiring 
new construction. Rentals for these potential expanded facilities are very 
reasonable. 

General.—The plant is located in an area of reasonable housing rentals, reason- 
able factory rentals, and a large supply of semiskilled laborers are available at 
lower than prevailing rates. The plant is located outside of heavy industrial 
concentrations and would not, therefore, disrupt any housing and manpower 
situations which might develop with full-seale mobilization. Further, it is out 
of an area which would be likely to be bombed by an enemy of the United States. 
There is adequate water and electrical power supply in the area. 

Transportation.—There are good schedules for common carriers: trucks, rail 
and airlines to Wichita, Dallas, Tulsa, Oklahoma City, Kansas City, St. Louis, 
Nashville, Birmingham, and Atlanta from Jackson and Natchez, Miss. Detailed 
schedules and rates will be furnished upon request. 





HOME OFFICE 


Our main office is located at 427 North State Street, Jackson, Miss. Jackson 
is in the almost exact geographical center of the State, is the largest city in the 
State, and is on the main rail and plane routes to other sections of the country. 

All general office accounting is carried on in the main office at Jackson. All 
detailed cost accounting and disbursement of payrolls is carried on in the office 
at Natchez with regular daily reports to the main office in Jackson, Miss. 

The coordination of subcontracting facilities, or the facilities which we rent, 
is carried on through the Jackson office since a great part of these rented facilities 
are in the Jackson area. 

The company also has an option to rent a large, now unused, building space 
to be used for assemblies at Jackson should production require it. 


Waar Can WE Propvucsk? 


Electric wire assemblies for automotive ignition systems, head lamp and tail 
lamp harnesses, complete with terminals, fittings, connectors, plugs, etc. 
High and low tension wire and cable assemblies for aircraft. 
Complete electric wiring assemblies for refrigerators, deep-freeze units, auto- 
matic washers and appliances. 
The following are specific examples of types of products which we can produce 
and serves to give an idea of our diversified production capabilities: 
Wiring, electrical: automotive, aircraft, tractors. 
High and low tension assemblies 
Harness assemblies (various) 
Special terminals, flanges and clips (for our assembly only) 
Cable assembly batteries 
Bench work soldering and wiring (various) 
Stitching, cotton webbing and leather. 
Slings 
Safety belts 
Harness (various) 
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Stampingn: special for our assemblies only (see machine list) : 
lank 
Pierce 
Form 
Shear 
Miscellaneous: Welding (see equipment list) : 
Painting, spraying and dipping 
Riveting (cold) 
Machining and assembling (various) 
Remote-control parts 
Levers, brackets, covers, housing 


Assemblies and subassemblies requiring special fixtures (to be furnished to us) 
Metal treatment, i. e., etch aluminum for painting 


Wuat Do We Propvuce Wirn? 


The following is a partial list of production equipment which is either owned, 
under rental purchase contract, or under option to rent to the Elvair Corp.: 


Niagara No. 64 %6 capacity, shear press 
Dreis & Krump (size 466) brake press 
19-inch LeBlond lathe (heavy duty) 
er te eens ae 
Walker-Turner drill press, bench and floor___..._...-.-.-_------------ 
SU oe: nn a ee is a is a ain a beer erwin eee 
eee nee eee ee eairann 
loan ln Geena one 
16-inch LeBlond lathe 
Cn nn nnn nnn ee enc ere eh net tener pera 
I ee eee cS eta 
I ne ee eee oe am nen 
Ce ee ne nn heamademumon 
No. 5 Potter & Johnson turret lathe_--______--- Se ee ee Tea 
TO, Se Se SE Ms ei een nc menadunsnnenegeeuseen 
No. 2 Warner & Swayze turret lathe 
72-inch boring mill 
I er a ee ee en nk re ieee aie el are 
Ce See el oo Le fecbinnauierucacnwneale acne weaeaee 
Drill presses (heavy duty) 
Se ee oe en ae medanaasubeome nade cna «cs 
hr tn Cente ott 
LEON, OE TO nee occu ske he Sth d cages laxeleid tec ackers mera a Gertie a 
TOs, ae UN RT i a a tc al lee te mcskadbeios 
Bending press (heavy duty)_-...-.-.--------- dixie bah talented cdliabicaca ania sbe 
CN a oa tiene deans 
Se a ibe 
Union-Melt welding equipment (complete)_..........--.-.------------ 
Me a oat oa Be ain ne ee 
Portable electric welder 
Power saws 
Be a sah eS wn Lise edi ei pb ada ea cao ws toe de Aceicig sch Wis coke mend ad nie 
re i oe ne de eoan 4 tees 
Pe Se I a a eos UL cack che eewmnees 
Acetylene and electric welding equipment _-_--_-_-__.-.....-.-.---------. ----- 
Spray paint equipment-___.-_..---. saiihletiabiin 2 x taikinks cpu agidyt aie Mivecak Biles ktattierige | intheaeled 


am BND ek AD et et tt at END et feet eet et te eet et ft Pet tt et ed et et et et et tt tt nt 


FACTORY AT NATCHEZ, MISS, 


A picture of the plant building appears in another part of this report. The 
building contains 72,000 square feet, all of which is available to the Elvair Corp. 
as needed. At present only a part of the building is being used by Elvair. Draw- 
ings showing the factory and administrative areas are preseuted on the following 

ages. 
" It is possible for us to increase our factory area four times without having to 
increase the administrative area as now provided. If the entire building area was 
being utilized by Elvair, in accordance with plans developed by the George §&. 
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May Co., we would have 63,000 square feet of factory area and 9,000 square feet of 
administrative area. 

It is apparent that considerable factory expansion can be accomplished before 
any additional building facilities are required. 


Wuo Directs THE OPERATIONS? 


The following lists key personnel only. 

President and general manager.—B. A. Totten, public accountant and business 
consultant; 16 years’ corporation and public accounting experience; presently 
director of two other corporations; retained by several corporations as business 
consultant. Member of National Society of Public Accountants. 

Vice president and chief engineer—A. B. Downs, Jr., electrical engineer, 12 
years’ experience; instructor of radio theory at Mississippi State College; director of 
vocational education, war production training program; 3% years director of the 
largest private trade schoo! in Mississippi. Approximately 6 years have been in 
administration engineering work; has United States letters patent on an improved 
calculating device comparable in its application to the conventional slide rule and 
has patents pending on two other devices. 

Treasurer and purchasing agent.—Grover Cleveland, 16 years’ experience as con- 
tractor and officer of large manufacturing concern. 

Supervisor of quality control..—H. A. Certik, 15 years’ production engineering 
experience, specializing in aircraft electrical engineering. The past 8 years have 
been spent in administrative production engineering; thoroughly familiar with 
Government specifications and inspection requirements. 

Production engineer.——Walter Woskoff, tool planning engineer; formerly in- 
structor of manufacturing processes; class A tool planner for major aircraft concern. 

Personnel and public relations manager.—C. S. Whitfield, 16 years’ experience as 
supervisor of personnel, including 3 years with the Veterans’ Administration as 
supervisor of Screening and Development Department; license to practice law. 

Distribution manager.—B. T. Jayne, 15 years’ experience in sales and product 
distribution; the past 5 years heading his own company handling sales promotion; 
experience covers sales supervision for several large companies. 

Finance officer and controller—W. H. Howell, public accountant specializing in 
taxation; with B. A. Totten, public accountant and business consultant as chief 
accountant; major in the United States Army Reserve; member of Mississippi 
Association of Public Accountants. 


Wuere Dogs tHE Money Come From or Waat Do WE UsE ror Money? 


The Elvair Corp. is a Mississippi corporation and has an authorized capital 
stock of $50,750. 

Each of the stockholders is financially capable of supplying the company with 
sufficient operating money. 

It is possible to obtain additional operating funds from the Reconstruction 
Finance Corporation and from our local bank. It has not been necessary to ask 
our local bank for additional funds; however, they are aware of our operation and 
will entertain an application for operating funds to fulfill Government contracts. 
We quote a part of Executive Order No. 10161 signed by the President of the 
United States on September 9, 1950, which is as follows: 


“Part IIJ—ExpaNnstIon or PropuctivE CAPACITY AND SUPPLY 


“Sec. 301. The Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, the Department of 
the Interior, the Department of Agriculture, the General Services Administra- 
tion, in this part referred to as guaranteeing agencies, and each delegate under 
section 101 of this Executive order shall develop and promote measures for the 
expansion of productive capacity and of production and supply of materials and 
facilities necessary for the national defense. 

“Sec, 302. (a) Each guaranteeing agency is hereby authorized, in accordance 
with section 301 of the Defense Production Act of 1950, subject to the provisions 
of this section, in order to expedite production and deliveries or services under 
Government contract, and without regard to provisions of law relating to the 
making, performance, amendment, or modification of contracts, to guarantee in 


1 Available for immediate employment in the capacities as listed above. 
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whole or in part any publie or private financing institution (including any Federal 
Reserve bank), by commitment to purchase, agreement to share losses, or other- 
wise, against loss of principal or interest on any loan, discount, or advance, or any 
commitment in connection therewith, which may be made by such financing 
institution for the purpose of financing any contractor, subcontractor, or other 
person in connection with the performance, or in connection with or in contem- 
plation of the termination, of any contract or other operation deemed by the 
guaranteeing agency to be necessary to expedite production and deliveries or 
services under Government contracts * * *. 

“‘(b) Each Federal Reserve bank is hereby designated and authorized to act, on 
behalf of any guaranteeing agency, as fiscal agent of the United States in the 
making of such contracts of guaranty and in otherwise carrying out the purposes 
of the said section 301 in respect of private financing institutions. 

“Sec. 303. (a) The Reconstruction Finance Corporation is hereby authorized 
and directed to make loans (including participations in, or guaranties of, loans) 
to private business enterprises (* * *) for the expansion of capacity * * *.’’ 

For financial reference, we refer you to the First National Bank of Jackson, 
Miss., and to Mr. O. H. Swayze, vice president. Also, to Dun & Bradstreet. 

OTHER INFORMATION 

Complete, detailed functional organization charts have been carefully compiled 
and a complete manual of procedure prepared for each function, including all of 
the detail operations under each main operating department head. Such pro- 
cedures will allow our organization to expand rapidly and still function efficiently. 

Great care was taken by the firm who compiled the functional organization 
charts to see that they met all of the requirements of the Air Corps and of the 
contracting sections of the Department of Defense. We are informed on good 
authority that these operational charts comply with every requirement imposed 
upon contractors and subcontractors for correct approved operating procedures. 
A master functional organization chart is included to illustrate our organizational 
set-up. 

Detailed cost-accounting procedures including all forms are now in use which 
gives clear job order costs, which will enable us to complete work on an experi- 
mental basis, a cost-plus basis, or will allow us to give accurate bids on a fixed 
cost or price basis. This particular information would be interesting to prime 
contractors who might wish to contract work with us on an on-order basis, or 
on a cost-plus basis. We have the facilities to quickly and easily handle such 
billing. 

Performance bonds on all larger contracts where such bonds are required can 
be furnished. 

We will be glad to give a price quotation on any basis desired on any job, 
regardless of its size. 


ATR FORCE CONTRACT 


In December 1950 Elvair bid on furnishing 6,000 tow targets for 
the Air Force. It was awarded a contract of $199,572 on February 
28, 1951. It was to commence performance on May 28, 1951 and 
to deliver at the rate of 1,000 per month until completed. The Air 
Force, Fort Worth office telegraphed Wright Field that it was not 
satisfied as to the financial responsibility of Elvair and that it would 
require a letter from the directors stating that they would be liable 
for investing additional capital to insure proper performance of the 
contemplated contract. Thereafter, Elvair posted a $20,000 bond 
executed by National Surety Company in support of the contract. 

On May 25, 1951, when Totten was testifying before the subcom- 
mittee, there had been no deliveries made on any of the four contracts 
including the Air Force contract; and there was no movey at that 
time collectible from the Government on any of the four contracts. 
It remains to be seen whether the company will be able to meet its 
delivery schedules of 1,000 per month. 


85385—51——-2 
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DETROIT ORDNANCE DISTRICT 


The evidence and investigation of the Detroit ordnance district 
shows that Elvair responded to two invitations to bid, in February 
and March of 1951; and were the low bidders on contracts 13568 
and 13886 which were awarded to it, the latter one being in the 
principal sum of $126,931.30 with a completion date of June 1, 1951. 
Thereafter, we are told that Mr. B. T. Jayne walked into that (Detroit) 
ordnance office and asked Mr. Stanley Thornton who is described as 
“buyer” whether there was any business in his line; that Thornton 
thereupon reached into his desk and produced the plans and specifi- 
oem which were to form the basis of contract 14141 for some 
52,500 covers to cost nearly $3,000,000. Jayne is presumed to have 
left the office and to have later quoted to Thornton a price of $54.32. 
Thornton is then said to have looked over a series of solicited quota- 
tions prepared by his predecessor R. L. Butts (at that time retired 
to private employment) from five other contractors; and on this 
abstract of bids (or failure to bid in some instances) Elvair appeared 
to have furnished the lowest quotation. In accordance with estab- 
lished practice an inquiry was directed by the Detroit office to the 
Birmingham office for a report on the capacity and ability of the 
Elvair Corp. to perform this latter contract. 


BIRMINGHAM ORDNANCE DISTRICT 


Birmingham responded on March 14, 1951, that this company had 
the necessary qualified key engineering and production personnel em- 
ployed [sic] that the most recent credit report was favorable and recom- 
mended the award. When the larger of the three contracts at Detroit, 
No. 14141, was under consideration a teletype was sent from Detroit 
reciting the size and subject of the contract and requested information 
concerning ‘capacity, financial status, ability to furnish correct parts 
and delivery, also a positive recommendation for or against award” 
(exhibit. 5) 

exuipir No, 5 
UEAXFI13. 
ECA002. 
RR UEAX. 
DE UECLA 17B. 
R 1016452. 
Fm: CG Ord Tank Auto Center, Detroit, Mich. 
To: Dist. Chief Bham Ord Dist., Bham, Ala. 

WD GRNC, 

From ORDMX-—DP Thornton TT 6084 re requisition G51-844 contemplating 
award of items 10, 62, and 12 covering a quantity of 53,200 covers (duck) to the 
Elvair Corp., Jackson, Miss., plant located at Natchez, Miss., in the amount of 
$2,875,306. Request information be furnished this office re capacity, financial 
status, ability to furnish correct part, and delivery. Also a positive reeommenda- 
tion for or against award with supporting data to follow by letter in the event 
award is not recommended, Please expedite; urgent. 

CFN ORDMX-—DP TT 6084 G51-—844, 10, 62, 12; 53,200; $2,875,306. 

12/1449Z. 

On February 21, 1951, the return teletype was sent in which 
Birmingham again assured Detroit that necessary qualified key 
engineering personnel “are employed’’; that the firm ‘‘does not have 
sufficient capital to complete the contract’? but that the First Na- 
tional Bank of Jackson expected to give a V-loan; that the total assets 


Oe ee RTT OEE Roe ere TN 
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were $28,536.36; that the firm had no established business reputation 
and no commercial contract to date; but, nevertheless, answered this 
inquiry on a $2,875,306 negotiated contract by stating ‘‘this office 
recommends award”’ (exhibit 1): 


Exurpir No, 1 
ECLA 126B 
ECA168 
3-237 
RR UECLA 
DE BH495/UEAX 11 
R 201400Z 
Fm: DDC Bham Ord Dist, 734 Frank Nelson Bidg., Bham. 
To: CG Ord Tank Auto Center, 1501 Beard St. Det. 

WD GRNC. 

For ORDMX-—DP Thornton reurtt 6084 contract for items 10, 62, and 12, 
reqn G51-844, covering a quantity of 53,200 covers (duck), the Elvair Corp., 
Jackson, Miss. 

1. This firm was organized on September 25, 1950, and has never been in com- 
mercial production. Except for two double-needle sewing machines which firm 
has option to purchase, necessary leather and canvas working equipment are 
available. Schedule quoted in letter to your office dated February 5, 1951, 
indicating first delivery 15 days after award of contract and receipt of duck can 
be met. All raw materials except duck are readily available. Contractor antici- 
pates assistance of your office in procurement of duck. Production at plant in 
Natchez, Miss. Management anticipates manufacture with three 8-hour shifts 
5 days per week. 

2. Necessary qualified key engineering and production personnel are employed. 
3A. Firm does not have sufficient capital to complete contract. Management 
expects to obtain V-loan through RFC. Officials of First National Bank, Jackson, 
Miss., have assured company complete cooperation in this financial arrangement. 

3B. Firm X is not listed in current edition of Dun & Bradstreet. Credit report 
of Dun & Bradstreet dated October 31, 1950 is favorable. ; 

3C. Financial statement as of October 31, 1950 indicates total assets $28,536.36. 

3D. Total contract price, $2,875,306. 

4, Firm organized too recently to have established business reputation 

5. Firm has had no commercial contract to date. 

6. Firm has had no contracts with the Government. 

7. This office recommends award. Ordea Mitchell. 

CFN $28,536.36 $2,875.306. 20/2150Z. 

The investigation conducted by the representatives of the Birming- 
ham Ordnance District were the most haphazard, naive, and negligent, 
almost to the point of culpability, which could be imagined. The 
investigator never left the presence of Totton; he talked to no one 
except in Totten’s presence; he saw nothing of or belonging to Elvair in 
Natchez, Miss., other than a building which Totten told him Elvair 
could rent; he saw and found no machinery; he did not see or interview 
any of the key personnel; he knew nothing of them except what was 
told to him by Totten or contained in the brochure, he was not 
impressed with the limited financial background of the corporation as 
contained in Dun & Bradstreet’s statement—(exhibit 3): 


Exutsir 3 


DUN & BRADSTREET, INC. 


AD 39 Apri 9, 1951. 
Credit. 3699. 


ELvArR CORPORATION, THE, 
Mfr. Exec. Harn. 
427 N. STATE ST., JACKSON, MISS. 
SUPPLEMENT TO ReEporRT oF OcTOBER 31, 1950 


Rating: Also Natchez, Miss. 
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TREND 


As of March 31, 1951, the Elvair Corp. had Government contracts as follows: 
Tow target $199,572; tarpaulins, $2,916,004; seat backs, $126,931; and $13,481 
for testing tanks. 

CONDITION 


Financial condition at March 31, 1951—cents omitted: 





ASSETS LIABILITIES 
Cash in bank $3, 267 | Accts payable $13, 171 
Advance to employees. 124} Notes payable_ _ - 9, 479 
Stock subscriptions record 8, 101 | Accrued O. A. B. taxes__ 214 
Stores _ _ 1, 247| Accrued W. H. taxes____- 560 
————| Accrued taxes unemp., State__ 193 
Total current _ 12, 741} Aeecrued Federal unemp. tax-- 21 
Improvements to leased prop- ———— 
erty..x.. 13, 015 Total current _ 23, 642 
Machy. and equip. 4, 954 
Autos and trucks 629 
Office furn. and fixts_- 1, 881 
Produce development. -.- 9, 184 
Deposits “a a3 1, 156 
Organization expense _ _ 196 
Prepaid insurance _ . 201 
Manufacturing... 3, 165 
Administrative 6, 577 
Selling expense 9, 078 
Social-security tax 345 | Net worth. .<.. 2... ee 39, 485 
Total assets : 63, 127 POU CLG 2A 63, 127 


Certified public accountant: M. P. Plitt, Natchez, Miss. 


Cash was confirmed. The $9,479 listed as notes payable include notes payable 
to stockholders in the amount of $7,825. 


PAYMENTS 


Principal purchases are made from out-of-town suppliers. 
April 10, 1951 (69 15). 


SN 39 Marcu 26, 1951. 
According to a U. 8S, Department of Commerce publication dated March 21. 
1951, Elvair Corporation has obtained contract from the U. 8. Department of 
Defense for a “target, tow cl-28B” and for ‘‘curtain, cover for cargo cover,” 
Amounts of contracts were not quoted. 
March 26, 1951 (14 083). 


SN 39 Marcu 8, 1951. 
Records of this county show on March 7, 1951, that one Elvair Corporation 


gave a chattel deed of trust to Dep. G. Bk. & Tr. Co. in the amount of $529. 
March 9, 1951 (69 15). 


AD 39 Marcu 5, 1951. 
CHANGES 


Investigation at this time reveals that the subject corporation is now making 
preparations to manufacture textile products such as tarpaulins for the U. §. 
Army Air Force and Ordnances. 

TREND 


This firm tentatively has contracts in the amount of approximately $3,500,000 
with the U. 8. Government; however, these contracts have not been signed as yet. 
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CONDITION 


When interviewed on March 5, 1951, B. A. Totten, president, stated that a 
late financial statement would not be available until after March 31, 1951; he did 
state that the corporation now had a paid-in capital of $40,000. A low four- 
figure cash balance is carried locally and an account is reported to be maintained 
at an out-of-town depository. Totten also stated that a local bank had agreed to 
finance 90 percent of invoices accepted by the Government. B.A. Totten sub- 
mitted an individual statement as of January 31, 1951, listing current assets of 
$177,959, current liabilities of $6,699, and a tangible net worth of $176,795. 
$153,400 of the current assets were reported to be stock held in various corpora- 
tions. 


PAYMENTS 


Principal purchases are made from out-of-town suppliers and a late trade survey 


is now under way. Two local houses consulted on March 5, 1951, reported the 
following: 


H¢ Owe P Due Terms 
160 16 2-10—N 30 Slow 30—60 Sold 10-50 to date 
130 O6 6 2—-10—-N 30 Slow 30-60 Sold 10-50 to 1-51 


March 6, 1951 (69 15) 


OR 39 OcrorerR 31, 1950. 
SYNOPSIS 


Background: Chartered on September 25, 1950. The officers have outside 
interests. 

Net worth: $20,000. 

Payments: See payments paragraph, 

Condition and trend: The business has no indebtedness at this time. Opera- 
tions are just getting underway and a trend has yet to be established. 


HISTORY 


This is & Mississippi corporation chartered on September 25, 1950, with an 
authorized capital of $50,750 and $20,000 is reported to have been paid in. 

Active operations are expected to get underway about November 1, 1950. 

Totten is 35, married, and was born in Cliston, Kans. At an early age he 
became employed by the U. 8. engineers at various locations. However, he 
resigned his position in 1941 and moved to Jackson, Miss. He was employed by 
various local engineering firms until 1943 at which time he left this employment 
to become bookkeeper for the Arrow Bus Lines. He left this employment in 
April 1944 and became employed as manager of the Johnson Cleaners. He 
remained in this position until July 1945 at which time he resigned to engage in 
the bookkeeping business for his own account and operations have been suecessful. 

Downes is reported to be a resident of Laurel, Miss., where he is said to engage 
in the printing business. 

Justice is 48, married, and was born in Florida. He was for years connected 
with the insurance business in the States of Alabama, Oklahoma, and Florida, 
organizing several companies of his own and later selling out. He still retains 
interest in the Union Life of Tallahassee, which was brought about by the merging 
of his business, Pan National Life Insurance Co., of Orlando, Fla., with the 
Union Life of Tallahassee,.Fla. In 1937, he came to Mississippi, operating a 
wholesale gasoline and oil business in partnership with Lucus Smith, handling 
Sinclair products to whom he sold out 18 months later. About this time, he 
organized the company of Justice & Smith Auto Parts Co., selling out in 1945 to 
Smith, Justice & Bell of Meridian, Miss., which business he sold his interest in in 
the latter part of 1945. On August 31, 1945, Justice submitted an individual 
statement listing assets of $129,300 and liabilities of $11,000. From September 
1945 to December 1948, he was a partner in the Monitor Co. of Mississippi, La., 
Ltd., a wholesale appliance business but this was discontinued in December 1948, 
He currently is president of the Mississippi School of Refrigeration, Inc., which 
was chartered on October 18, 1948, with an authorized and paid-in capital of 
$1,000. That concern as of July 11, 1950, had an estimated net worth of $35,000. 

Cleveland is 39, married, and was born in Marion, Iowa. From 1932 to 1936, he 
was employed as a clerk in the U. 8. post office at Marion, lowa. He moved to 
Jackson, Miss., in 1936 and continued in his employment with the Postal Depart- 
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ment. He resigned this position in 1940 and commenced operations of the Willo- 
wick Supper Club, a restaurant and night club. He sold this business during the 
latter part of 1949 for an undisclosed consideration. He is reported to be Secre- 
tary and Treasurer of Koolvent Metal Awning Co., Inc., North Little Rock, Ark. 
He owns stock worth $9,100 in that corporation. He will be active in the subject 
corporation. Each officer is said to have 4 of the outstanding stock in this 
corporation. 
OPERATION——LOCATION 


Will manufacture complete electrical harness for automobile (SIC #3699). 
Sales will be made to Chrysler Motor, Western Auto, and other manufacurers 
largely for cash. Offices are maintained at 427 North State Street in a two-story 
frame office building. The plant is located at the corner of State and Broadway 
Streets, in Natchez, Miss. Premises at both locations are attractive. 


FINANCIAL INFORMATION 


From inventory statement of Oct. 24, 1950—cents omitted: 


ASSETS LIABILITIES 
Cash in bank- -_-_-- ied Sl, TAL Acts. DAY... sos cea ee. None 
Total current 1, 120 
Stock sub. ree__- ; t, 500 
Product development. _ 1, 540} Capital stock issued $15, 500 
Engineering research. ___ 11, 556} Capital stock subscribed (not 
Organization expense 1, 283 paved sa. : Se ; Me 4, 500 
20th) aneets.. 20, 000 Total _- et 20, 000 


Signed by B. A. Totten. 


When interviewed on October 31, 1950, B. A. Totten stated that the statement 
shown above remained unchanged. Operations will not get underway until 
November 1, 1950, or thereabout and a trend is yet te be established. 


PAYMENTS 


When interviewed on October 31, 1950, B. A. Totten reported that no mer- 
chandise has been purchased to date; however, he said that they had made ar- 
rangements to obtain merchandise from five out of town suppliers on, 30-day 
terms. Personally the officers maintain satisfactory paying record. 

November 1, 1950 (69 15). 


The Birmingham investigator noted that among the assets of the 
firm was an equipment item of $1,750 which he thought might have 
been “written down and depreciated,” although he was startled to 
learn that such could not have occurred because the company had 
only been organized two (2) months prior to that statement; he was 
not concerned that the representations in this brochure which had been 
in the possession of Birmingham since November 17, 1950, did not 
show a building of the sort shown in the photograph therein contained ; 
he felt no duty, nor did his superior, to bring to the attention of the 
Detroit district the limited capability, facilities, or background of this 
company; he did not go into his files nor did his superior to ascertain 
whether there were other companies, information as to which had 
deposited with the Birmingham district, which could perform on the 
basis of plant, ability, and experience a contract of this magnitude; in 
short, he confined himself to a recommendation upon the basis of what 
Totten told him he proposed to do, even though there was neither 
capital nor plant, nor machines with which to do it. He never 
thought to inquire of the Veterans’ Administration what its experi- 
ence had been, although three schools were Totten’s only business 
ventures. 
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The committee is unable to understand how anyone in responsible 
position in the Government owing the duty to make a positive rec- 
ommendation could have been so derelict in his duty or so incredibly 
naive as to make a recommendation upon an investigation under the 
circumstances and upon the information which this employee had. 
His superior is equally at fault. Whatever may be said for the 
conduct of the Detroit ordnance district, one thing is certain it re- 
ceived absolutely no help from the Birmingham district. 


FURTHER ACTION AT DETROIT 


A Mr. Raymond Folker and Capt. Howard Edmonds at Detroit 
were in charge of the initial proposal to enter into a negotiated con- 
tract noncompetitive with Elvair upon its quotation for $2,916,004. 
The abstract of bids and the information supplied to the Board is 
contained and set forth in detail on exhibit 6. 


Exuisir No. 6 
Abstract of bids 


War Department Form No. 14 (Revised Dee. 5, 1936) 


| Articles or services | Bidders 
| (the information 

contained in the 

first four columns 


may be entered C.K Canvas; Camel 
Item| by _ duplicating |Quan Unit Purk. |.5:J-..| Fabri-| Mfg. | Ionia 
me aoe aaah =e Elvair Corp., Ine.’ |" — ‘a. ee oe 
, is S B ‘ . 2 - 
ms inp Metre , Jackson, Miss. South rt owes at :? 
Standard Govern- Bend, |Letroit., Chi- ville, | lonia, 
i, 


ment Form of Ind Mich. | cago, | Tenn. | Mich. 
Bid, Standard : Ill. 
Form No. 31) 


1(9) | Curtain 45’ x 4449” 300 | Each_} $8. 26 $2, 478 (4) $13. 70 ( (t) (4) 
2(10) Cover 181" x 152” 200 do {8.93 9, 786 ( 71. 85 ( ()) (‘) 
(12 Cover 174’ x 188" 3, 000 do 62. 58 187, 740 ( 71.85 L (i ) { 
1(62) Cover 176” x 176” 50, 000 do 4.32 | 2,716,000 ‘$57. 625 ( (') () $63. 001 
Total 2 916, 004 
No bid. 


(a) Purpose of procurement: Indicated items are to be used on '4-ton pick 
trucks 45 by 74 and cargo body 88- by 120-inch and 84- by 150-inch. 

(6) Authority for negotiation: Negotiations were conducted under ASPR 
3-201 and Presidential Proclamation 291.4. 

(c) Price justification: In addition to the bidders listed above. these items were 
also referred to Springfield Tent & Awning Co., MacKenzie Awning Co., Toll & 
Henson Co., who did not respond. Items 1, 2, and 3 above are priced from 33 
to 55 percent above 1945 prices on record in this office. They are considered 
reasonable in view of increases in cost of labor and material during the past 6 
years. Item 4, however, reflects an increase of approximately 46 percent since 
June 1950, at which time this item was procured from Canvas Fabricators, 
Chicago, Ill., at $37.15. This company was solicited but did not bid on this 
item. The largest single cost item in this procurement is cotton duck and prices 
of this commodity have increased approximately from 25 to 30 percent in the 
past 9 months and the cost of labor has increased from 15 to 18 percent. Com- 
parison has been made to prices quoted by Canvas Fabricators of June 1950. 
This company is small and operates with an overhead of no more than 50 percent. 
It is quite conceivable that whereas the price comparison made above would 
appear to justify no more than a 25 to 30 percent increase during the past 9 
months, the remaining percentage of difference (approximately 16 percent 
could be accounted for by overhead. Cotton duck in quantities required to 
produce such an order is available only through the Quartermaster Corps This 
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is known by all potential suppliers. While definite information is not vet avail- 
able on this point, it can be stated that the cost of duck through the Quartermaster 
Corps would be approximately $1.25 to $1.30 per yard. It is felt that the prin- 
cipal contingency: factor on these quotations would be with respect to the pro- 
eurement of duck through the Quartermaster Corps. Accordingly, Form IV, 
Price Redetermination Clause downward only has been included in the proposed 
contract. 

(d) Contractor’s ability to produce: The Branch has seriously questioned the 
ability of the Elvair Corporation to produce the material listed above and the 
following facts have been revealed: 

1. Financial responsibility—Birmingham Ordnance District has stated 
that the company has total assets of $28,536.36. This office has in its 

ssession a true copy of a letter from the First National Bank, Jackson, 
Miss., in which it is indicated that the bank has agreed to loan 90 percent of 
the invoiced price on the tarpaulins finished and accepted by Ordnance, 
providing certain conditions, including assignment to the bank, are complied 
with. 

2. The Elvair Corporation, is new, having been organized on 25 September 
1950 and has never been in commercial production. However, the company 
occupies a plant formerly used by the Mississippi Canvas Products Co. and 
has the necessary leather and canvas equipment available to produce this 
order with the exception of 3 or 4 double-needle sewing machines on which 
they are holding an option to purchase. The company is reported by the 
Birmingham Ordnance District to be in a position to meet schedules and to 
have necessary required key engineering and production personnel employed. 
Accordingly, the Birmingham Ordnance District has recommended this 
award. his company has offered to provide a $100,000 performance bond 
if this were necessary as further evidence of the company’s responsibility. 

(e) Delivery: Delivery of Item 9 can be accomplished complete within 60 days 
after receipt of duck. Item 2 (10) within 30 days after receipt of duck. On item 
3 (12) subject facility can start delivery within 15 days after receipt of duck and 
complete within 125 days. Delivery of item 4 (62) can be accomplished in the 
same manner as item 3 (12). The deviations of delivery of ail items have the 
verbal approval of Stock Control, inasmuch as the availability of cotton duck 
remains uncertain. 

(f) Conclusion and recommendation: In recommending this award considera- 
tion has been given to capacity, responsiveness and responsibility as well as the 
fact that deliveries can be made in an acceptable manner, as outlined in District 
report attached (exhibit). 

Buyer: 

(s) STANLEY THORNTON. 

Section Chief: 

(s) A. J. Manuacos, 

Legal division approval: 

(s) S. J. Evuras. 

Contract Award Board: 

(s) Kennetn A. DeLoria. 

(s) T. STAPLETON. 

(s) I. E. Lovevanp. 

(s) Francis AprIno, Maj. 

(s) A. G. Hupson, Jr. 
Date: Marcu 5, 1951. 


Contract No. DA-20-089-ORD—14141. 
P. A. R. No. 10681. 

Administering district: Birmingham. 
Amounts verified by: ——-— 





Notwithstanding the recommendation of Birmingham in response 
to the teletype, one of the lawyers in the Detroit ordnance office was 
apprehensive of the whole transaction and suggested a performance 
bond of at least $100,000. On February 10, 1951, Elvair furnished 
information concerning its financial position that is reproduced as 
exhibit No. 8. 
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Exuisit No. 8 
THE Exvair Corp., 
Jackson, Miss., February 10, 1961. 
Subject: Additional financial information. 
OrpNANCE TaNnK AUTOMOTIVE CENTER, 
, Detroit, Mich. 
(Attention: Mr. Stanley Thornton.) 


Dear Str: In accordance with your request for additional information on the 
Elvair Corp., we give you the following: 

The Elvair Corp. is incorporated under the laws of the State of Mississippi 
with an authori capital stock of $50,750. 

All of the stockholders and directors have various other manufacturing and in- 
vestment interests. They are all active businessmen in the State of Mississippi 
and all have reasonable financial stability and can made available to the Elvair 
Corp. production facilities of companies that they own or in which they have a 
substantial financial interest, and are one of the companies’ directors. Their 
names, addresses, and estimate of their net worth are listed below: 


Estimated net worth of companies in which they are directors 
Stockholders and directors: 


Grover Cleveland__.........-- re a a og ae $85, 000 
a NR ee oth eee wee ee ol la et , 
Sg a a aad cae sh ened eb atl 30, 000 
themed ach at pial <dia6s 19 8$nbh nate abinsns sain 130, 000 
ee EE oe ee gt ae cece 50, 000 
Dee Weed 15G. Sh ei SO eS kt 230, 000 


The production facilities of the Elvair Corp. have been approved by the United 
States Air Force for a $200,000 contract for the manufacture of tow targets. 


a qualification to bid a bond was required, which bond was furnished by the Na- 
tional Surety Co. 


We will furnish a $100,000 performance bond if you feel it is necessary. 
Our bank reference is the First National Bank of Jackson, Miss. 
If this information is not complete in every detail or if you require further in- 


formation, we will be most happy to furnish it to you in the form in which you 
require it. 


Sincerely yours, 
Tue Exvair Corp., 
By B. A. Torren, President. 

The committee finds it difficult to understand how anyone could 
have been either led or assured by the representations of the evasions 
and slick distortions which are contained in this letter. So far as 
a guaranty is concerned, the representations are worthless. Never- 
theless, one Ray Tilliman, vice president of the First National Bank 
of Jackson, Miss., supported Elvair with a proposal to finance a 90 
percent loan. In testifying before the committee, Mr. Suazey of that 
bank testified that this loan was a ‘‘lead-pipe cinch’; otherwise the 
bank would not have entered into it. Later, the City Bank & Trust 
Co. of Natchez, Miss., undertook to extend a line of credit on ware- 
house receipts of canvas up to $30,000 (exhibit No. 7). 


Exuisit No. 7 


Frrst NATIONAL BANK, 
Jackson, Miss., March 2, 1951. 
Re requisition G 51-844, ordnance drawing No. 08791—Y, 50,000 tarpaulins. 
Mr. B. A. Torresen, 
President, Elvair Corp., Box 235, Jackson, Miss. 
Dear Mr. Torren: Our loan committee has agreed to loan you 90 percent of 


the invoice price on tarpaulins finished and accepted by ordnance under the 
following conditions: 


1. The contract be assigned to this bank. 
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2. Proof that satisfactory financing arrangements have been made to finance 
the raw material required and if material is purchased on open account that the 
suppliers waive whatever right they might have in favor of our security. 

3. You furnish us satisfactory proof that funds are available for the acquisition 
of sufficient equipment and purchase of raw material and payroll to proceed with 
the manufacture of the tarpaulins to completion where they are ready to be 
financed under this invoice loan plan. 


4. That this bank be permitted to employ at your expense a person to represent 
es bank and to have full access to your office and plant and all records pertaining 
thereto. 


5. That the salaries of the officers and key employees be agreed upon and not 
increased during the life of this contract. 
6. That no profits be withdrawn until this contract has been renegotiated and 
any claims for refunds of excess profits be determined and paid. 
‘rusting that this is agreeable with you and assuring you of our desire to 
cooperate, with kindest regards, we are 
Very truly yours, 


A. Ray Truuman, Vice President. 
A true copy. 


THE AWARD OF CONTRACTS 


Notwithstanding the plain danger signals in the information pre- 
sented to them, a board consisting of Kenneth DeLoria, Francis 
Abrino, Thomas S. Stapleton, I. E. Loveland, and A. G. Hudson, Jr., 
awarded a negotiated contract No. 14141 to Elvair. They did not 
require a bond; and they had no other assurances than are contained 
in the exhibits attached to this report and the representations made 
by Jayne, Totten, and others. 

On May 25, 1951, when Totten testified before the committee, not 
one thing had been done on this contract from March 14, when it 
had been awarded. 


FINANCIAL STATUS AND ESTIMATED PROFIT 


_ The financial status of Elvair is shown on exhibits No. 3, 4, and 
in the statement of March 31, 1951; 


Exursit No. 4 
Statement of assets and liabilities of The Elvair Corp., Jackson, Miss., Dec. 31, 1950 


loathe Sn le oe icin: kine ae <td mc ghee dubbacasaemonnedeus $4, 994. 15 
DONOR TAORIVODIOL 5. 4 ons oo can c'nchka nedéunieuseianinoeiates 10, 341. 00 
ens Ses We Se ee Se a ae cis ene a 500. 00 
Beaigeient as Wook ‘wales. 260.020. . 2 eS Nad deaeecee 1, 750. 00 
Leasehold improvements-_-- - - - Judes $éenusk $aree cosa 3, 921. 21 
Produetinn Gewese. . | 6 iiss soso Cemiguas Saab eee 7, 020. 00 

Total aint ee Ee ee ae one 28, 526. 36 

LIABILITIES AND CAPITAL 

DRO I ys bial « eens nels Rnd dikes ai ees, None 
I I an 5 Ss me ic cl ta sasha tow 3 2 a a a ate i cata None 
PIE Aa ion ose cone ns Soe eae eens nda tea 181. 28 
Dut 16 Meteo, 22550 Sh eee ee ee 7, 825. 00 
Rieniaaueanee Gers. i... os a ee ee eee .... 10, 341.00 
Capital 660K. occa es oe Sek cS ee ee ee 15, 034. 00 
Surplus.and undivided profite.... < - ..6....6 oo hkde kh ea se etwen --. 4,854. 92 


‘Total Havilities and capital... -... 0... .a.5.--abeekan 28, 526. 36 
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Apri 6, 1951. 
The Exvarr Corp., 


Natchez, Miss. 


GENTLEMEN: In accordance with your instructions, I have prepared the fol- 
lowing statements as of March 31, 1951. 


Page 
Ne wt 2 
Bem TE: I nn i tucciapenin niceooresimit ockigabeamh 3 


We did not make a detail audit of your records. We assembled this information 
from the books of the branch factory of the Elvair Corp. located in Natchez, 
Miss., and from your invoice files and canceled checks. The bank accounts were 
reconciled from your bank statements. The accounts payable were arrived at 
from the invoices furnished us from your unpaid invoices files. The notes 
payable account includes notes payable to stockholders in the amount of $7,825. 

We have placed the expenses incurred prior to operation after your assets 
because, this being a manufacturing company, the majority of these expenses will 
be prorated and charged out to the jobs that they apply to as work in process. 

The Elvair Corp. in Natchez has Government contracts as follows: 


ee in 8 oS aS a See e BOe aw Lee a .--. $199, 572. 00 
ERE ely pl bebea Gl bore tx apr ee Ee PoE ee Se ree rs Coe ee _. 2,916, 004. 00 
Seat backs______- BOS Oe eae ere eae iba aces: Se oie sk ee aN 126, 931. 30 
Pee eee So ete ee rn inte hea setae ae 13, 481. 45 


If there is additional information necessary in regard to these statements, 
please do not hesitate to call on me. 
Sincerely, 
M. P. Purr, 
Certified Public Accountant. 


Statement of condition, the Elvair Corp., Natchez, Miss., Mar. 31, 1951 








ASSETS 
Current assets: 
en MERI TINO Uo ge ol ada ea $2, 413. 12 
Were Coes eee a eee CAP. oc he bie eeu 854. 56 
104 Advance to employees___.........---- Site se Ah bes 124. 28 
108 Stock subscriptions receivable_........................ 8, 101. 50 
BiG. cto oes isa nd os cue eeOReL Po suave 1, 247. 55 
I ew di et RR 12, 741. 01 
Fixed assets: 
130 Improvements to leased property._.........._---------- 13, 015. 71 
Re ne UE ON ie nia dea cu das eenennd od 4, 954. 08 
a et melsiammepan vais 629. 00 
134: Office furniture and fixtures. _..... 2... cei ce ee ces 1, 881. 67 
OGG FeOee UO ONO on hs cc ees 9, 184. 30 
REG) CaN iil a eg i poe teak Lo Pocus 1, 156. 67 
SOU. CE CROAONG sn wisssicdcniceiciinn cnc n ceGbiasbeie 196. 67 
SS BONER. denn ccmwtarencallbt Gidea DhS uuu bis 31, 018. 10 
REG Rel SN Es i oo oso a er Ca eds 201. 14 
Expenses incurred prior to operation: 
ROLE LLL EL SEALER are es he TN ee 3, 165. 32 
ee IEP aa oe" MER oe 5 SP a Ee ER 6, 577. 31 
Ce eee enn anne eee eee te iio kk eae 9, O78. 36 
WOGias GUUUNesy Sha Od. Sal ees a EO a ae 345. 82 
i Eid cis medbdicembhcaiinnidick ew taa tin de iahe bie i iad ais ite 19, 166. 81 


Total assets and expense incurred-_----__.....-------- airs 63, 127. 06 
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Statement of condition, the Elvair Corp., Natchez, Miss., Mgr. $1, 1951—Con. 


LIABILITIES AND CAPITAL 
Current liabilities: 





TS. ARUP, UII ty os Ss pcs sae eee ees oes eee $13, 171. 82 

20d. TRUE DAVOS cae oo te hee eae fade oe aero 9, 479. 60 
Dees DO CREE UD, I. Beg bp ccwcas nhcnuncdvenneinnedend 214. 94 
ere: PRG ONIN WE Be 8 ee oe i sie 560. 75 
203-3 Accrued taxes, unemployment, State__............__ - 193. 43 
203-4 Accrued taxes, unemployment, Federal_............4. -- 21. 52 
"hitak Matilities. uu. Cadets bag aids ces wis chek 23, 642. 06 

Capital: 300 Capital stock subscribed_.................2..------ 39, 485. 00 
Fotal abilities and capMAl so i coc aig sede hee nee bch 63, 127. 06 


Breakdown of expenses, the Elvair Corp., Natchez, Miss., Mar. 31, 1961 


Manufacturing expense: 
02 


PERSIE WOU IOS og SGN eee cache cis wisn kina aeepal $953. 32 

ad I cy o5:S.su:ncinies cw chin previa eaaie i atiniea aes ands Whaviniea Ges an Eade te 340. 47 
bid:  Demmineering atl TebbAfON. | ss ioc oda. cucmeoacun 255. 67 
SEA RUNNION cca: igs ed se esting Leste oe catia eke ab ww oa aka os dab abe Denes ioeet a 699. 31 
GAT: Qe as Be ei a UE Le a aw 51. 30 
118 ‘Pooling and process Gasign.... 0 2 sds Ue eel ees 615. 25 
S21 PeoeuTemnint Srpenees og os oo nk ees ch eda le 250. 00 
Total manufacturing expense__..............-.....-.-- 3, 165. 32 

Administrative expense: 
GRDd |: SO MAING 3 oii and. 2 wwittiwalee om aed wake keme clades 1, 542. 00 
Ae: RT GR a i a eae eres weg 800. 00 
OO4  “Tynwel end entertainment. 160-24 5. oon oo cals ee dks ke 836. 65 
OO0 Gee MianCemanee so Sc oe ee cL a 73. 16 
608°. Auto and plane expense... . 0. cs A. 345. 39 
600 Supplies: and postagesin. 5 cone ecb cee a 1, 078. 06 
GEA RODS n cin ween we ckects awe deusencdeeliresueee: Sees 553. 61 
O16 TAREE. «cc nnmnd dddvenscke dens Lecce eenen. 2. 16 
Giz ‘Telephons ant telegmGOe ons. cocv nce wccnccousccckbbeus 65. 39 
G20 - Tiakik: GRA eOn Gell GUNMAN. Se oie oe eh ee ee 94. 45 
O15 1 OAGS.. ..can.n a ond imnckominedambe cpeanwbabeenam Mmbtic. « 963. 14 
Gad -Advertioing for GNOME Ts os oe cn ch iiccccsctdecis 223. 30 
Total administrative expense___._.............-.---.--- 6, 577. 31 
Selling expense: 

vo. Bateemen’s salaries... 5... te a eae 2, 492. 86 
wor. Gites palates... i oc cc ede eS 1, 066. 65 
704: Travel and entertainment... .... 22s. es 3, 758. 44 
WU PCWP oi sik ki ee cic ea UES 21. 04 
eS. en en aan ale et ren sere gear mag TR 48. 19 
700: “Supplies and postage. 5... oo a SL ek 209. 16 
937 Telephone and telegraph... .. ..... 2.0. s see a 604. 52 
TO SN i i k Skcnnk l Wes annbasuhnn ae eens Tun oa 877. 50 
Total selling expenses... <n nccocec nen taeda 9, 078. 36 


On March 31, 1951, the company had on hand in the First National 
Bank $2,413.13 and in the City Bank & Trust Co. $854.56. On the 
day the award was made to it of a $2,900,000 contract it had on hand 
$179.68. When it was bidding on the contract, on February 28, 1951, 
it had $1,209.39. At no time did it ever have on hand sufficient 
money in cash to perform its commitments to the Government. 
Yet it planned to make $139,000 profit. The committee is of opinion 
it would be much more than that. 
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FINANCING 


It was planned to depend upon the V-loan, at 6 percent return to the 
bank (instead of the going rate, which is much less in the canvas 
business) and upon a warehouse receipt loan from the City Bank & 
Trust Co. of Natchez; but there is no evidence anywhere as to how 
it could handle the required interim financing which a manufacturer 
having these contracts to perform would need. This circumstance, 
apparently, was ee ee and overlooked or not understood 
by the Detroit Ordnance District, although every warning was given 
to it. 

It taxes one’s credulity to accept at face value the story of the 
representatives of the Detroit Ordnance District that this company 
could drop out of the sky and walk out with $3,000,000 in contracts 
having neither money, plants, or experience with which to perform 
them. Every concern in the country, of which there are a great 
many, established in the business was completely ignored in the 
solicitation of quotations; and only those were solicited in competition 
with Elvair who were either overloaded with work or were in a financial 
situation not greatly different from Elvair with no capital to perform 
contracts of this magnitude. The entire canvas-producing industry 
was passed over and ignored both at Birmingham and at Detroit. 
of the pious assurances to contractors that their data on file at the 
‘nearest district office’? would be considered on “‘invitations to bid 
or to quote’’ were cast aside. 

Meanwhile, after Jayne had landed the big contract for $2,916,004, 
Totten testified had his compensation changed to a 1-percent fee 
($29,160) instead of the $100 per week and expenses which had been 
agreed upon. Suazey of the First National Bank, however, swore 
that Totten told him Jayne was to be paid a “graduated fee.”” What 
the truth is remains to be determined. 


CONCLUSIONS 


The story unfolded in testimony, documents, and investigation of 
this company is fantastic. It places a severe strain on the patience 
and the credulity of the committee. It reveals a serious defect in 
our procurement system, a lack of interest and failure of duty on the 
part of procurement officers to rise to the full obligation of their offices 
and assignments in the interest of the United States. It shows how 
these promoters and the banker allies, who were more interested in 
a “‘lead-pipe cinch”’ profit than anything else, can cause the established 
manufacturers of the country to Me passed over, notwithstanding the 
assurances of the procurement officers that all that has to be done 
7 for them to “keep in communication with the nearest ordnance 

istrict.” 


RECOMMENDATIONS 


The committee recommends a thorough overhauling of the procure- 
ment investigating staffs so that alert, capable, and interested per- 
sonnel qualified in their duties are placed in charge; and that inquiries 
be answered fully and completely, including the passing along of 
helpful information to other inquiring district offices. Too much 
responsibility is vested, in preparation and circulation of notices of 
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Government needs, on persons having limited capacity and knowledge 
in the field of procurement, with the result that promoters of the type 
managing Elvair can gain a foothold. 

The committee recommends that all ordnance and procurement 
districts be required to consult and notify all prospective suppliers 
listed with them and other districts for quotations, in advance of any 
negotiated bid. Only in this way can the full potential of the industry 
and manufacturing experience of this country be availed of. 

The committee recommends that, since none of these contracts 
have been performed (except a limited portion of one of them), that 
appropriate steps be taken to terminate or cancel them, whichever is 
to the greater advantage of the Government. 

The committee recommends that the investigation proceed into all 
of the operations of the procurement organizations. 

It is recommended that the investigators at Birmingham Ordnance 
District, John S..Mitchel and Frank Legare be discharged. 


F, Epwarp Hépert, 
Subcommittee Chairman, 
Approved: 


JUNE 20, 1951. 


Cart Vinson, Chairman, 
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